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Jndu.,.-fn' Standards

Latest Netscape Web Client Hosts
Internet Telephony, Multimedia Applications

The possibility of widespread use of Internet tele­
phony, which led a group of telephone companies to
petition for federal relief last month, looms larger
than ever with the beta release by Netscape Commu­
nications Corp. of a web browser supporting interop­
erable Internet telephony and videoconferencing.
Netscape's standal-ds-based initiative has the back­
ing of !IUn1eHJUS hardware and software companies,
including such giants as Apple Computer Inc. and
IBM Corp. The idea of "Netscape LiveMedia" is to
pn )vide a c()mmon platform for multimedia applica­
tions 10 enable Internet users to enjoy real-time au­
dio and video communications even when they are
IlSJI1g different software and hardware.

hn example, a user of Voxware's TeleVox [nternet
phone. running on a Microsoft Windows 95 PC,
we'ldd be able to communicate with Apple's Quick­
1illl" ('c,nfer'encing phone or Netscape's Internet te­
lepllOll) technology nmning on a Unix platform,
N'/Scq,c advised in an April 30 release. Netscape's
pl:lII I'. 10 make Netscape LiveMcdia a standard
(, Ilpor:en! in its clients, senTers, and tools,

Ihe <ntlv of soflwar'e companies into the audio
COIllITllll1lCltions market has created concenl among
';OJTIC pholle companies, The,.America's Carriers Tele­
,,,rnmunicatiolls Associatioll--a group of long­
,k.lanu' phone sfTvice resellers--has asked the Fed­
el ; Ii (01 IHlIIlllical ions Comm ission to regulate Intel'­
II(' telephony (I EPLR 11, 35). Shortly after- ACTA's
P(·!.lIiOII wa:, made public, Internet users began
n." ldlll!', the FCC with letters challenging ACTA's
,!"urJ thar providers of Internet phone software arc
1('1",01 TT1IlJ1lcatioliS cUTiers lhat should he regu­
i;,,,,<1 1,'1 th,· Fel'

;, '11" ohsel VCI.., havc :lrgucd that. in allY event,
1" ('!'rl" telephonv is still III its infancy and, at this
,I )'.". ' riO! III a position to compete with long­

,.!" I;ill' " ldccofIJ ,elvicc" Howevel; Intenlcl tele­
phOllV <eenllngly IS becoming a popular idea, as in­
dicated by the strong suppor1 that Netscape's Live­
Media Iralllework has garnered since its launch in
lid,' LUlualY

omments on lhe ACTA petition wel'e due May 8
If! i f,'plv (·')fnnlCnls an~ due June g,

Netscape Navigator 3.0

rhe hrs! elements of Netscape LiveMedia arc part
01 the Netscape Navigator 3,0 beta release. They in­
clude Netscape LiveVideo, Netscape LiveAudio, and
;uppor-! fOl Internet telephony The framevv-ork also
·""ill supporlnew technology that Netscape gained in
i1'- ilcqllisitJOI1 of InSofl Inc., which pel'mits users to
VIC\',' and edit graphics on a real-time basis by virtue
I' ,I ',!uIed "v.;hlkhoard .. In dddition to real-time
II oJ ( ()lil"I('IICill.I~, the Ilew kchnology leIS users

,! ,11 ,,'!I,," 11,;<Iu('(t 1vll"UI\VorldV,iJdc\,\leh

BNA's (if~ctronic Illlufl'lallC,,1 !', I

lOHP- 1cl.:')/'.•{).'s-.' {
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pages and provides an answering machine and Web
phone directory.

"LiveMedia is a vital industry initiative to deliver
the cross-platform hardware and software products
companies need for audio, video and telephone col­
laboration on intranets and the Internet," Bob Lis­
bonne, vice president of client product marketing at
Netscape, said. The framework provides "an open
foundation on which member technologies can in·
novate and interoperate," he added.

The initiative is based on Internet Realtime Trans­
port Protocol (RTP), RFC number 1889, and other
open audio and video standards such as MPEG,
H.261 and GSM, Netscape advised.

Netscape LiveMedia has gained the support of the
following companies, in addition to Apple and IBM:
Adaptive Media Technologies. @ONCE, Adobe Sys·
terns, Digital Equipment Corp., Farallon Communi
cations, Fourll, Macromedia. NetSpeak, OnLive l

Technologies, OZ Interactive, Precept Software, Pro
gressive Networks, RADVision, Silicon Graphics.
SoftCom, Starlight Networks, VDOnet, Vivo SoH
ware, VocalTec, Winnov, and Xing.
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Hello, Ma Bell? Please holdfor Ma Net

B"••" WO!'f(; I SItATTI.l! TI""K~

naiR bit: What's the cheapest way to make a phone call to Israel? Steve Ballmer.
Microsoft's executive vice president. posed that question to Seattle RotaJians yes·
terday. The answer. he said. is the Internet ,- or it will be soon. In the booming
voice for which he's known, Ballmer touted the benefits of the Internet and said it
will revolutionize many businesses. mcluding newspapers, general publi..,hing.
travel services and telecommunications. Microsoft, he said, is developing technol·

_ ... - ,,!lAW winpsoread use of the Internet for unlimited long-distance phone calls
, .. ~~"""lITlt ::tbout $20 a month.



Northern Telecom WiU Use
Java Technology in Phones
By a WALL STREET JOURNAL Staff Reporter

MOUNTAIN VIEW, Calif. - Northern
Telecom Ltd. plans to use SUD Mlcrosys­
tems Inc. 's interactive-network technol­
ogy to enable its next-generation tele­
phone handsets to access the Internet.

The Ontario company said it will
incorporate Sun's Java microprocessors
and software in phones intended to be a
new class of inexpensive Internet "appli­
ances." Java software allows users to
download applications from the Internet
and its graphical portion, the World Wide
Web. The Java chips will optimize the
software's performance.

Many major computer and software
companies have already licensed the
Java software, but Northern Telecom is
the first telecommunications company to
do so, and the first major company to
license Java's chips. Northern Telecom
said the technology will be incorporated
in its wired PowerTouch phones and its
wireless digital phones, with customer
trials scheduled next year. Theoretically
such phones could, for example, down­
load a real-estate agent's listings onto a
small screen with an application allowing
the user to analyze the listings with a
spreadsheet or mmpute mortgage costs.
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Intel to Introduce a Low-Cost System
For Video Teleconferencing With PCs

By LEE GoMES
Staff Reporter afTHE WALL STREET JOURNAL

p-;~. Intel Corp. is preparing to unveil a new
~j~-eost video teleconferencing system us·
. ·urg ·regular telephone lines instead of

higher-priced digital lines.
r .,.:. .Intel plans to introduce the new telecon­

ferencing package today. The system will
~{)perate on a 28.8 baud modem, the fastest

traditional modem available. Intel will
supply software and technical specifica­
tions for the modems to PC makers. who
will add a video camera and market their
PCs as "video ready." The package should
increase the price of a new PC by about
$200, Intel said.

Compaq Computer Corp. is expected to
be the first PC maker to offer the new

·system, starting in late summer. The video
·system will require a Pentium chip with a
speed of at least 133 megahertz, near
the low end of the new PC market
Standard Telephone can

Using Intel's package, users will he
·able to call each other by telephone over
·standard telephone lines, then switch over
· to PC teleconferencing on the same line.
·On a 15-inch computer monitor -- the size
found on most new PCs - the video picture
would measure four by five inches. Be
cause of the relatively low transmission
speeds involved, Intel said the videocon

·ferencing picture will be of relatively poor
quality. similar to pictures found on man
iters in gas stations and apartment lob
hies. The system can transmit high-qua lil ,.
stili photos, the company said.

The picture quality should improve as
new developments like cable modems be
come available, increasing data transmis
sion speeds.

Intel aIready sells a video !elp(,o!l

ferencing system called ProShare to the
business market. ProShare sales have
been modest, totaling only about 100,000
units. But unlike the new video system,
ProShare requires costly digital telephone
lines caned ISDN lines. The lines cost as
much as several hundred dollars each to
install and have higher use charges than
traditional telephone lines.
Long-Distance Costs

Teleconferencing also can be done over
the Internet. But Internet teleconferencing
software is often complex and the connec­
tions can sometimes be erratic. Internet
teleconferencing does offer the advantage
of providing toll-free calling anywhere in
the world. By contrast, Intel's system,
which uses regular phone connections,
requires paying long-distance charges. An
Intel spokesman said the company is work­
ing on Internet-based video.

Intel. which currently has between 75%
and 900/0 of the chip market, is hoping
PC-based video phones will boost the entire
microprocessor market.

But, analysts and others have ques­
tioned whether there is currently much of a
demand by home PC users for face-to-face
video with poor picture quality. "There's a
big demand, but only if the quality is
good." said Geoff Ballew, an industry
analyst with Dataquest Inc. Mr. Ballew
said developments like data compression
and cable modems should eventually im
prove the quality of video to home pes and
spur demand.

Intel said it will concentrate on provid­
mg its system for new computers. But a
spokesman said the technology also can be
used to develop add-on products for exist­
;fig- machines.
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summer 1996

fate 1996/early 1997

III early 1995

WorldNet i~ March 1996

Bell Atlantic Internet Service l~ July 1996

Pacific Bell Internet May 1996

~
'\).. .

~PacTel to Become First Regional Bell
}To Offer Unlimited Access to Internet
~. By LEsLIE CAULEY • public relations debacle recently suffered

•sto,fJ Reporter oj THE WALL STREET JOURNAL by AT&T after it aggressively promoted its
Pacific Telesis Group today plans to new Internet-access product, then couldn't

· begin offering unlimited Internet access keep up with demand. AT&T has so far
to· customers throughout California for signed up some 150,000 customers for

•$19.95 a month, making it the first Baby its WorldNet services, barely a quarter of
:Bell to launch an aggressive assault on the the 600,000 who inquired about the serv-
consumer cyberspace market. ice.

The san Francisco-based Bell also con- "We've learned from other launches,
•firmed that it has signed a letter of intent inclUding AT&T's," about what not to do in
·with America Online to offer Pacific Bell an Internet campaign, Mr. Hronicek said.
phone customers easy access to the AOL Toward that end, PacTel has engi-
on-line service. Users would simply click neered its telephone network to handle the
on an AOL icon on their computer screens Internet volume it expects some six
to reach AOL. PacTel, Pacific Bell's par- months down the road and stands pre-
ent, said it hopes -to offer the AOL service pared "to double or triple that should

,at a discounted rate beginning this sum- we need to," Mr. Hronicek said,
mer. Mindful of the many complaints about

All of the Baby Bells have talked up the other companies' Internet help lines,
possibility of offering easy dial-up ac- which routinely ring bUSy, go unanswered
cess to the Internet, but so far none have or, worse yet, are answered by people
delivered to the consumers. Bell Atlantic who are unable to offer fix-it advice, the
Corp. announced a consumer service re- Bell has also set up 24-hour customer-serv-
cently and plans to begin offering it in ice assistance lines staffed bv Internet
July. Other Bells are likely to follow by the experts.
end of the year. PacTel is betting that ib approach Will

Part of the problem is making Internet belp win customer loyalty and, in tl1l' end,
access easy enough for the masses to use. woo customers away from rivals SIX

The telecommunications giants, inclUding months from now we're going to haw a
AT&T Corp., have discovered that offering whole class of Internet users wbo wont
consumers access to the global computer tolerate the sort of network performance
network requires elaborate technical and reliability they are getting from many
tweaking of the phone network. Con- providers," Mr. Hronicek said.
sumers, partiCUlarly first-time cyber To jump-start sales, the BelliS offenng
surfers, also demand a lot of hand-hold a month of free service to eustomen.
ing. 1Jnder its "Carefree Access Pricing'· pLlJi,

PacTel has encountered start-up pro!>' geared for highervolurne users, clistomers
lems. It pushed back the debut of its gd:1O hours a month of Internet COnnl'(
consumer-access product twice once in tIoliS for $14.9:), Each additIonal hour u! \lS('

March and again in April -- due to unex- costs 50 cenl'), up to a maximum OUi]!I 9., ;,
.pected technical glitches and heightened popular price [x)int with other ('iUTH'rS
<~ncerns over the company's ability to Once a customer hits that rate, ttJ<' oner 01
..)<eep up with demand. unlimited service time kicks in. "EVf~n ],
,,~ Rick Hronicek, president of Pacific Bell yOll never bang up the pbone jj'~; till IIlsl
. Internet Services, the PacTel unit oversee Sl~j.'h, ' a spokesman noted .

.'jrig on-line ventures. said the company For occasional surfers, ['aeTe! ie, offer
imposed th(' df'lay 10 avoid the type ii\ ,1'!PilSC Tum to 1'011(' 0412. ('0111111'

PacTel Plans to Offer
Access to the Internet;
Other Bells to Follow

Continued From Page AS
ing as much as 10 hours of access time a
month for $9.95, with each additional hour
priced at $1, under its new "Basic Access"
pricing plan.

The charge for access to the Internet
would be separate from a user's usual
monthly telephone charges. There would
also be the customary charge for each call
made to dial up the service if such
local calls usually carry a charge.

The service includes a free version of
Netscape Navigator Personal Edition web
browser software, customized for PacTel.
Customers can register on-line, or use a
toll-free BOO-telephone number. There's
also a Yahoo! Internet directory search.
page, a local content site known as "Cali­
fornia Cool." .

The service will be available initially in
four regions of California - sacramento,
San Francisco Los Angeles and San
Diego - coveri~g about 75% of. the state's'
eight million homes. PacTel saId the serv­
ice will also be available via a local phone
call for the Stockton and Fresno areas later
this summer and to the rest of the state by
early next year.
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-LeI to Offer Firms Internet 'Access
Jlz.-Based Long-Distance Camer Sets Rates 15% Below Competitors

By Mike MillsW SbflWtita'

LCI International Inc. yesterday
became the latest long-distance
company to offer direct links to the
Internet for its business customers
nationwide.

The McLean-based carrier, the
nation's sixth-largest long-distance
company, said it will offer business
customers access to the global net­
work of Computer networks at rates
15 percent below comparable offer­
!l1gs by AT&T Corp. and MCI Com­
munications Corp.

"AT&T and MCI are out with
Internet access. Sprint [Corp.] is go­
ing to be out with a IruIior product
launch this summer. LCI wants to be
competitive in every way with these
companies," said Peter Krasilovsky,
an analyst for Arlen Communications
Inc. in Bethesda.

Digital Express Group Inc. of--. - . ._."-

Beltsville, an Internet access compa­
ny, will provide the Internet connec­
tions for LCI. LeI will be responsible
for maintenance of the connections
and field calls from Internet users
who need help.

LeI will not offer the service to
residential customers. Imtead, it will
focus on medium- and large-sized
businesses that already use LeI {or
"private" long-distance telephone
connections, in which companies set
up special phone lines between dif­
ferent offices or to customer sites.

The typical private-line business
customer, company officials say, us­
es only 40 percent of available ca­
pacity on high-capacity private lines.
The remainder could instead carry
Internet messages, company officials
said.

LCI also will offer Internet and
long-distance offerings in a single
package, giving further discounts on
Internet access to customers based

on the amount of voice service they
buy in a given month.

The deal comes as Digital Express
attempts to shift its business strate­
gy to overcome customer service
and capacity problems. The compa­
ny, which started in 1991 with three
employees, is moving away from
selYing residential and smaller busi­
ness users with dial-up modem con­
nections.

"We're totally building our net­
work now {or business connectivity,­
said Digital Express chief executive
Christopher McCleary.

Digital Express "has a reputation
for having run out of capacity and
providing poor customer service,"
Krasilovsky said.

"LeI, which really has an excep­
tional reputation, would be teaming
up with Digital Express and taking
their back-office support problems
off their hands," he said.
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Shaking
down
the Net
Localgovernments
seek to tax Internet
sales and services

I t was an innocent enough phone
call. But Jim Marchant pried open
a Pandora's box that resulted in

months of legislative wrangling, a
174-page state Senate bill and, last
week, an executive order from Florida
Gov. Lawton Chiles. One year ago,
Marchant, who heads Mercury Com­
munications, a small Internet service
provider (ISP), telephoned the Sun­

shine State's Depart­
ment of Revenue to
determine whether
he should add a sales
tax to his customers'
month~bills. He was
certain he wouldn't
have to. After all, Net
surfers already pay 10
percen t or more J1l

taxes for the tcle
phone services they use to link to the
Internet.

But Florida's Department of Reve­
nue gave Marchant an unexpected .101(
According to a decade-old telecommu
nications law, his customers ~hou lei
have been paying a 7 percent ,crVI(C

tax. Then came the crowninl( hlow
Under the law, Marchant's C~)[llP'lIlV
was subject to an additional 2.5 percent
tax on its annual gross receipts, "'rhis
is a nightmare," laments Marchalll
"The Internet is too young, alld the
last thing we need is government eOIll

ing in and retarding growth with '.1\

es." Adds Robert Smith, execllt IV" d I

rector of the Interactive S,'l'\ICl'
Association, a national umbrella gloup
of online service companies alld lSI',
"If enacted poorly, Internet 1<1\ IIW'

could wreak havoc."
Marchant and other Internct ,elVICt'

providers lobbied heavily agalns1 (he
existing law and helped Florid<l, Legl',
lature draft ;1 new bill thin wOlild ,'\

empt them trom ,he N ! ;ixes, But as
the legislatiolJ f1(ldll~d f,rough Flori
da's House <lIld '-elldL: othel indus
tries sought \11l1J1;J! ,lief So. last
week, when the hdl ill! i liles's desk.
he swiftlv nixed d BUI ,Ill' l(overnol
also ord~red that the III nn~t tax be
suspended until 1')'/7 ,dlnvlng a panel
(0 studv its impltC:i1lon' :l)iernet com
panies'in othu 'Iltl> f\1 i\ 1101 be so
fortunate. Aero',. ! he i' "Jntl\ from
Connecticut ,,\V l'iJll!i' " ';tlll' ;llld

Ohio to Louisiana -local govern­
ments are scrambling to apply ex­
isting tax laws to Net sales and
services. And as in Florida, the
states are meeting resistance from
service providers and other Inter­
net-based companies.

Governments are eyeing the Inter­
net for obvious reasons. Many states
and municipalities are cash strapped,
and to them, the Net represents fast
money. Internet service providers
raked in more than $2 billion last
year. And retail sales on the Internet,
which were a scant $108 million in
1995, are expected to leap to $125 bil­
lion by the year 2000. "That's just too
much money to ignore," insists G. Ken
Johnson Jr., national partner in charge
of sales and transactions tax at KPMG
Peat Marwick. "But when states try to
impose old laws on new industries,
they're pounding square pegs into
round holes."

Taxing matters. Indeed, legislators
and tax lawyers are finding the Net to
be a thorny environment. When a con­
sumer in Vermont uses an Internet
search engine in another locale, for in­
stance, would some states consider the
search a taxable service? Most state
and local taxes on sales and services
are based on a company's physical
presence. But which state gets to levy
taxes, for example, when a housewife
in Florida uses Virginia-based America
Online to make a virtual retail pur­
chase from a furniture company in
Texas? Or when a small business locat­
ed in Arizona sends a passel of E-mail
that travels through several states be­
fore it reaches clients in Illinois?

That's a quandary Stewart Baker, a
Washington, D.C., technology lawyer,
IS helping to solve. He's assisting sever­
al states as they draft Net-friendly tax
laws. Baker is also urging states and
lTlunicipalities to take a broader view
of Internet taxation so that some de­
gree of uniformity can be reached. "If
we don't have some sort of national
legislation," explains Baker, "it'll cost
everyone in the way of increased litiga­
1ion and audits." Baker not only sup­
ports an Internet tax but says the mon­
ey collected could go to a 'National
Information Superhighway Fund" that
governments could use to hring Net
'\l1lnections to inner-city schnols or ru
lal libraries.

One way or another. Internet indus­
trv executives and entrepreneurs will
h;lve to deal with the intncacies of
1he tax code as well ;IS the complexities
,)1 rl~chnol()gv, •

1;11



I lJall III ::>oulh America, Llle glaIll
Ariane 5 rocket was blown up in

midair by ground controllers yesterday.
The boom echoed all the way to Lock­

heed Martin Corp.'s headquarters in Be·
thesda.

It \vas the nlaiden cOInmercial flight of
d-.. (:.~~ {.-,,,, 001 +-n..-, D.-
'"-"-~ __." i ....._,.--' '"", ....:~ ~ ,-'wii.., L'-'-

ropean-built competitor to Lockheed
Martin', Titan ;:md Atlas rockets. Ending
with smoke embarrassment and $500
:ndho!l worth of vaporized satellites. the
'aunc) rna, have shifted the balance it

Uay, policy analyst at the George Wash­
ington University Space Policy Institute
in Washington.

Day noted that China's space agency
also had a major rocket launch failure
earlier this year. "Some of the foreign
competitors are looking less attractive
lnd th2t mJy make the /\meticar; !aur.C'~_

ers look better," he said.
Arianespace, the European consortium

thilt developed the rocket at a cost of $8
billion, brushed off such speculation

See ROCKET, F3, Col. 3

•

lJIlerVltW. ne Will IlKely contmue as
chairman and chief executive of the
combined firm, Packard Bell said.

The combined company would be
called Packard Bell NEC. Barring any
problems, the deal is expected to be
completed in July.

Ar.cording to William Zismeister, ~

senior analyst at International Data
Corp. of Framingham, Mass., a com­
bined company would have been the top
seller of personal computers, measured
by unit sales, in the United States dur­
ing the first quarter of the year, nosing
past the current leader, Compaq Com-

mefCIal markets. NEl, by contrast, has
a strong portable computer division in
the United States and a presence in the
corrunercial systems market.

The deal came as little surprise to
analysts, as NEe already had invested
deeply in privately held Packard Bell,
which analysts believe has been under
serious financial pressure. Although
Packard Bell sells millions of computers
each year, it has had trouble making
money in the razor-sharp competitive
arena of consumer computing.

In August, NEe bought a 20 percent
See PACKARD BELL, F3, Col.!
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Industry projections have (J,n,lme
advertising growing by a facto'

of50 over the next five years
Projected on-line advertising
revenue, in billions
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FTC's Bureau of Consumer Protection
held yesterday and today.

The agency held similar panel dIS'

cussions last yeilr and has been mcreas­
ingly active recently in targeting decep·
tive marketing schemes emerging UII
the Intemet. There is no comprehen·
sive law that protects privilcy specifical·

See CYBERSPACE ADS. F3. Col. 3 •

T---E WASHiNGTON POST

1995 '96 '97 '98 '99 2000

SOURCE: Jupiter Communications

05

ecutive director of the InteractJVe Ser
vices Association. a Rockville-baseli
trade association, "We are ahead of
government in figuring out WilVS tr­
meet the needs of the consumer. and
we should move forwilrd quickly to do
so."

As an example of that, the ISA and
the D.C.-brtsed Direct Marketing Asso­
ciation yesterday recommended these
voluntary guidelines:
• On-line solicitations should be posten
in on-line venues such as newsgroups,
bulletin boards anrl ch3t rooms only it
they are consistent with stated forum
policies.
• Ads should be clearly identified as s0­

licitations and also disclose a market­
er's identity.
• Consumers should have the ability to
opt out of a mass mailing list and not
have their e-mail addresses distributed
to others if requested.
• The on-line information practices of
marketers should be prominently dis­
played for consumers.

The notion of giving iI consumer
more "notice and consent" of Internet
marketing methods was at the center
of the workshop organized by the

bt used by thilt ~Ite whtn they return.
often without theu' knowledgf or ',011

sent.
''Pnvilcy Issues lOll the Illternpt! a!'

powerful consumer is.<;ues," "'lid Milre
Rotenberg, director of the DC-basen
Electronic Privacy Information Center.
"Do we want to force consumers to buy
back privacy rights they are already en,
titled to?"

As the Intemet continues to develop
as a commerciill medium, analysts said
that ways-and whether-to contrn!
these and manv other milrketing tech
nologies are h'eilding toward a' policy
clash similar to one that took place last
year concerning how to regulate ob­
scenity on the Internet.

After Congress pa~ iI strict law
this year concerning on-line pomogra­
phy, advertisers, direct marketers and
Intemet companies began pushing a se­
ries of voluntary regulations and tech­
nologies to avoid more formal govern­
ment initiatives conceming privacy on
the Intemet. But no clear approilch has
emerged.

"The industry really has an opportu­
nity to regulate itself and this is the
window to do it," ~d Robert Smith. ex-

By Kiml Swisher
·,\";bhlflRlon PDS! Sr;lrf 'l,':!,; .

Should spam be Jammpd anti cookle~

be crumblerl on the internet!
Technologies with these gust<ltorv

shorthand names are at the heart of in­
dustry, consumer and government de­
bate over privacy in cyberspace.

Yesterday, two major trade groups
announced guidelines designed to give
consumers more control over "spam­
ming," the practice of sending 3n W1SO,

licited electronic mail message, typical
ly an advertising come-on, to many
thousands of people ilt once via the
internet.

At the same time, the Federal Trade
Commission brought together major
Intemet plilyers for a twCHiay work­
shop eXilmining the handling of person­
al consumer information on the Inter­
net, including the practice of using
"cookies."

Cookies, a feature embedded in
many software "browsers" used to I1Cwi­
gate the Internet's graphical World
Wide Web, allow detrtiled information
about users' visits to a Web page to be
put on their computer's hard drive to

T

Curbs on Cyberspace Ads Proposed
linde Groups Offer Guidelines as FTC Workshop Airs Privac.y l~sues

"\! It i

>ry orders slipped 0 1
:nt in April, the third dru]
Ir months, as shrinking
lit demand offset other

The Commerce
rtment silid nrdpr-c for h,,';
>le and nondurable gOtH}'
:d a seasonally adjusted
.1 billion, down from
.5 billion in March. when a
ercent jump was recorded.

Ind truck sales increased a
hy 7 percent last month in
[nited States. Industry
~s showed the notable
ltion among U.S.
oakers was Ford, which
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AUDIO DESCRIBED
JUNE 19 & 22.

SIGN-I NTERPRETED
JUNE 21 & 22_

r I' /\F<ONE

THE SHAKESPEARE THEATRE.. (.1>.:,. ..
PRESENTS 'MEASURE FOR t~VV '"'C\
MEASURE" DIRECTED BY ..
MICHAEL KAHN WITH \
KELLY McGILLIS, ~4<
PHILIP GOODWIN AND , ""
K£lTH BAXTER SPONSORED IN

JUNE 9-23 PART By
AT (ARTER BARRON 'iL IbttllasbbtgtontJOSl
AMPHITHEATER AT ~ tAMON

FREE TICKETS, CAll (202) 628-5770. G07040

NEW LOCATIONI Bethesda 301 896-0900 Wildwood Sh?P'pina Center
Columbia 410 nO-5m 301 854-9100 Gaithersbulg 301 548-9710 Woodbridge 703 730'3938

Baltimore 410 663-3045 Pikesville 410 602-8800 Bel Air 410 638,5300 .
New actIVation on selected rale plans required. eenul.r One credit approval & applicable service agreement required. Sa1elyLink weekend

airtime oller on home-lone e.lls onty. Long asl.nee, ••rty lermin'lion. roaming, n,twork inlerconrMllCl!on and other charges apply
Offer valid through 6130196 and may vary based on rale plan selected... Ofl.r valid on Value Plans only. SO'/. oH airtime through

labOl' Day, Sale is 0f'1 local air lime sher any included minutes in a rale plan are U$ed

• Free Activation!
• Free Weekend Airtime through

Labor Day on most rate plans!
• Airtime Minutes included in all Value Plans
• Largest local calling area at no extra cost

50% OFF AIR TIME
THROUGH LABOR DAY

if)

G07040

JUNE 9-23
AT CARTER

BARRON
AMPHITHEATER

customers than others do, they will
benefit in the lOng run,

But privacy advocates noted that
companies also must give consumers
tools that are easy to use and do not
place an wldue burden on the user

''We think privacv laws should applv
to the Internet al~d the technology
needs to be developed that gives people
real control over their environment,"
said JanJori Goldman, deputy director of
the D.C.-bilsed Center for De1l10Cfilcy
and Technology ''We are still at a nas­
cent stage m the development of thIS
industry and people shoulci up frollt be
able to decicie whether thev want infor-
mation dJVulged ;lIld lU1der Whill 'IT

cumstancesc

FREE TICKETS.
CALL (202) 628-5770.

SIGN-INTERPRETED PERFORMANCES: JUNE 21 & 22.
AUDIO DESCRIBED: JUNE 19 & 22.

SPONSORED IN PART By

1IJt~,ost

CYBERSPACE ADS. From FI

lyon the Internet. Industry officials
hope to keep it that WilY, using a series
of voluntary efforts to give Internet us­
ers protections rather thiln be restrict­
ed by government edict. There already
is an effort underway by lntemet-relat­
ed companies to agree on technologic.al
standards in navigational software that
allow a user to determine what infor­
mation he or she wants clispersed and
what he Of she wants blocked

"(>nvilcy IS somewhat of <l snake ...
but a :..;nakc cali lx: an opportunity" ::'..:tl i1

Petf'r Harter, public policy cOUl;sel for
Netscape COIlunWllcations Corp" tht
Califo,.nia hJsc'! ,~ompJn:.· that make'
the most popular Web brnwsel ''If l;,
companyI can offer better privacv to

rtrade lTroups utter VOluntary
Guildelines for Internet Ads
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l area
They could've gotten a better
ip on the competition, but there's
lty of room for them to grow up
re," said Ed Comeau, an analyst
h Donaldson, Lufkin & Jenrette
'urities Corp. in New York. "That

in The Washington
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['he expansion also will come at a
ep price iJnillysts said It costs
nt about $10 million to build a
re in a new market--where it
'sn't have economies of scale or
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!entagon H\~'j:rer Attacks Increase j
hnd Some Pose Threat, GAO Says .

..

t By JOHN J. FIALKA
Itaff Reporter of TlfE WALL STREET JOURNAL

; WASHINGTON-Computer hackers are
I"stepping up attacks on poorly protected
Pentagon computers and are using them to
invade computer systemsof major defense
contractors, congressional investigators
found'.

Jack L. Brock Jr., a computer specialist
with the General Accounting Office, told
the Senate Permanent Subcommittee on
Investigations yesterday that there were
an estimated 250,000 hacker attacks on
Defense Department computers last year,
and that the rate is doubling every year,

Some of the attacks amount to "a
miIlion-dollar nuisance," but others pose a
"serious threat to national security," con·
clude<!.LGAO re{)Qrt released at the hear·
lng. He testified that the best-documented
_attack occurred in March and April 1994 at
-an Air Force laboratory in Rome, N.Y. Two
hackers made more than 150 incursions
into the lab's computers, virtuallY...tiking
the system over for several days. They
used the lab's computers to collect pass
words from outside users and used them to
invade over 100 other computers viaJhe
Internet. Among them were five computers
systems operated by Lockheed Martin
Corp., one in Austin, Texas and four
others in Palo Alto. Calif

An Air Force investigation later led to
the arrest of one of the hackers, a 16'year
old boy in London using the nom de nel
"Datastream CoWboy." The other, who
collected a flood of military intormation
from Datastream, is known onlv as
'Kuji," and was never tracked down',

"No one knows who Kuji was or where
he is," testified James Chnstv, an Air
Force investigator who worked Oil the (';lse
One of the most difficult tlllll'S, he sud.
came when London police were about to
arrest Datastream, At thaI moment. )11'

was using a password obtained Ihroug-h a
computer in Rome to enter iI fw('jearre
search facility in South Korea,

Investigators, he said, thought Uw fa
eility was in North Korea and worried 1hal
Datastream could frigger a war ilecaw;e it
appeared the computer attack '.vas b"lHF'
launched trom a U.S. Alt' Fore!' facillt'

Air Force officials believe Illat Ofl" 01
Ole hackers "may haw been workmg flr ;I

foreign country interested In obtainIng
military research dat;\. ;H'/'lIrrJlnlZ 1(, till'
C;AO report. '

While 1'111' Brock ';II(: til' a!!;cb

haven't compromised a Defense Depart­
ment system that contains secret informa­
tion, he described the problem as serious.
That is because 95% of the Pentagon's
business is carried on unclassified com­
puter systems that use the Internet, and
tampering with logistical and shipping
information could cause chaos in continu­
ing U.S. military operations.

Keith Rhodes, another GAO investiga­
tor, noted that the Internet - a network of
computer networkS - was originally devel­
oped by the military to protect its commu­
nications in the event of a nuclear war.
Unlike telephone and radio systems, the
Internet depends upon message-switching
among large numbers of computers; a
message is broken down into "packets"
that travel over any number of networks
and is reassembled at its destination.

"The strength of the network is its
weakness," explained Mr. Rhodes, who
said the large numbers of potential path­
ways makes hackers very difficult to
trace,
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City ··suttenders cto:g<£'400Il1g8ngs
. ,
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CITY of London finaDcial in- £ljril.: time after. the black- UDabIe to stem the attacks, I N ~ I ,........ H -.- .New York- Kroll badevideoco tai1$ about the inquiry' have • March 17, 1995: a defence
stiIUIioas have paid boge SUIIII' la8ilen'demDIislnledtheirabil- whiclJ are thought to~ ~ ,,~. !bat fiIma in London·aJ;id Ne)" emerged.'" . finn paid £IOm in ransom.
to internatioDal gangs of ;tY to briDs tradinJ toa halt from the United States. Ia _ ." ;; ..". :'." York' bad beeIl targeti:d. :'The. ~ Ia A,merica, the FBI has set In all four incidents. the
sopbistiCated."cyb« tenor- using adVaDted :·iDformatioa cases.~baaks,havefailed gIDbalIy OYel' the past thRe ~,seoior.fi~~·~.problemf~lawenf~is up ~separate units to in~ g!U18S made threats to seniOI
isis" Woo have amassed up to. warfare.:· tecbnlques learnt.to IIOCify the police. "'They ye.s.. BIIt law enforcement Clvillim comput«~':-•• ,!bat .the cnmels .eRrrledout· vesbgatecomputer extortion. din:ctors and demonstrated thaI
£4OOmworldwidebytbreate&' &oaithemilitary!. have given into blaWnaiI agencies complain'that senior' A separall:closed !Dl!Clhig'g1Obal1y. butlawenf~t The.NSA believes there are .they had the capacity to crash a
ing to wipe out computer ~ to ~ AmericaD raIhet than. risk .a~ in fiDanci~ ha~e c:lose,d. ra11b -. in~JviDg reJRSCll~v~.from stops at the frontier," he said four cyber gangs and ~as evi- computer system. Each victim
systems. NatlODal Security Agency confidence III their secUlity sys- and are bindering mqumes, . Whitehall and the intelligence. Yesterday a Bank ofi!DgJand dence that at least ODe lS based conceded to the blackmailers'

Baob, brolcing flJ1nS ~d .<NSA), they have~ tema," said a.security~.~ in the field ?f commUnity was held t?;"JUIIYse spokesman liclaIowJegc:d. the in R~a.The agency is DOW demands within hours and
investment houses in America compul« systcms-usmg "lOgiC at one blue-chip merchant bank information w~ met· m. the 40 attacks on Bn~ and threat from the extortlODlSts: eXllDl111U1g. four examples of tianferred the money 10 off­
have also secretly paid raDSOm.l.bombs~~ (coded~ that in the C!ty. ,. . B_~ last month to discuss ~mericaD finaDcial; centres. "~e~ aw~,of this., It does ~1ackmail said,to have occurred shore bankaceOUD!s, from
to prevent COIliy' comput« can be ~y detonated), A SClllor~v~ 10 the CIty defe~ve ~easures. Repr~- S1DC!' 1993' A ~:"sec:ret exist. It IS .extortion.aadfrau'!." m LondoD: _,'C, . . which it was renioved by the
meltdown and a co}ls,pse, in' ele~tromal!ne!Icp.ls~s aDd ofLoodoopolice~: "Weare seDtatives InclDd~d Ca~talD ~~~.m Wash- I!ut the spokesman .also 1;0- .January 6, ~993: TradinS- gangs within minutes.
coaficIencC ~g their C1J!l' "blgh emlsslon!adlo fre- aware ofthe.extorbOD~. Pmick Tyrrell,~~ mgtoD this w ,'; '/. sistc:d: "ltlS~ the biggest IS-- halted at. a broking house after The techniques have. -:aried.
tomer5, according to soun:es 10 quaacy JUDS~', which "Iowa. but the banking COII1IDUl1ity has tor· of comput«. jaformabOD Kroll~ the. mter- sue m the hankin, marlcCt... blac1cmail threat and computer In London, crimlnals posmg as
Whiteha1I and WasbiDgtoD. devlistatiD& electronic "wind" ways of dealiDg with it and slrategy at the Minisby of De- Daiiona! iDvestigaUDg firm, . Scotland Yard IS DOW taking crash. Ransom of£IOm paid 10 marketing firms have gained

AD Ilisight in~gation has through a eomputer system. ~ reports to the police:' fence; GeiwaI JaDlCS Mc- confimted last~ th8t it bad part in a Europe-wide loitiative account in Zurich. detailed knowledge of a tar­
esJablished!bat British'and .'~ have 'also' left en-'" European aod American Cutby, professor of Dational.· acted for fuian:clal inltitutioDS to Catch thecyliercrimiJlalsand • January. 14, 1993: a blue- get's system by interviewing
American ageoCies are~ crypt<jd ihrCats at ~ highest·~~;_~ have set up spe- security at the US'. Air~ !bat have been~ has lII!POinted a senior detecti.ve chip bank paid £125m after the heads of infonnation teclr
ing JW?R',~~ "at,taeks~' on iec:urity ~ls, reilding: "~ow ~.um~,to lack;le. the cyber Academy;~JeaaPichot- :'Ooc of the pi9b1e# We face from Its computer crinit-UIli! to blac1cmail threats: . ~. .' Dology departments. In. some
fiaaDcialiDsbtutioDsmLoodoo .do,~ believe we can destroy, •.crimiJWs;~,MloislIyofDe- Duclos,!Iifector of .the. eco,.,.,1S!hIIttbe.~~,take,. ~;,m .. ,an .~OII..• January ~;,:I993:a broking·.• cases, theyh've eveadssued
andNcw.Ycet.amceJ~' :,.;' .' ~r,.:;··, .. ,> \' feDcellllUniabeliCve,havenCt- aoIaici~i~~f'~ 6blit1llss6o(!at;il;ij:YerY. :codciiaiiled;Lathe~G~mbi(,;: ,hOIisO\pakt!£t~~riiiisOuE\' ul:sti '.' "~l() o·H •.
t'>.r~~r~~~·~)...baiv,clt~~~betweeD£lOOmand·£AOOm: of.thc:~. :.... ~t~,.,,~;ii~:~~~~~~~~~~~.1lt:~~~=~
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'&A~~~~li~v~·,·~·
arriVal'at· seven 'orca 'c~'Idnit
whales" off partof the Welsl)
coast'hiFbythe Sea Empress oil
disasteris,a ~ign that the clelW­
up haS bC.ena success.' ,,

C(Jllcorde to Marrakech on 29 July. five night OJiana
'Tuis(' from Casablanca via Praia da l,:ocha, Lisbon and

LI ("(Jill/I;]. OrienlFxpres< from SOlllliamptoll £1,999

BELGIUM OR GREENLAND
Eurostar to Brussels on 21 June. tour capital and

Medieval Bruges. Concorde supersonic return £499

BA 747 from Heathrow to Toronto on 11 Aug, 30 Aug
or 14 Sep.• five nights at deluxe Sheraton. city tour

• harbour cruise. Niagara with helicopter. luncheon
• Phantom ofOpera • Concorde to Heathrow £1,999

or£2,999.with Concorde both ways on 18 Sep.

Concorde supersonic to New York on 13 June or 11 July
• four nights at Sheraton. tours by coach, yacht and

helicopter. Broadway show. 747 to Heathrow £1,999

ORIANA AND ORIENT-EXPRESS

Concorde supersonic to Brusseh. on 21 June
• two night QE2 cruise to Southampton via Le Havre

(for Paris) • Orient-Express to Vil,t oria £ 1,099

TORONTO OR NEW YORK

QE2 AND ORIENT-EXPRESS
Four night QE2 cruise on 4 July from Southampton

to Reykjavik. three nights in Iceland. tour of
capital, Golden Falls and Geysir • 767 return £799
or £999 returning Concorde supersonic on 8 July

()r!<'1l1 l'\.pr(\~~ to "'~\)lltl};UIIJllllfl {II! ,'; I \;jf~ .• ~l\ nlJ~ht

()ILULI', r lli~c' to r\'11.1111~· ( ;u In V1;1 (;jh ,dLir ;llid Li\'\)rIl;l

(!dr f:jO:iff'OCC'). ( dft( II/<ie :'.UrHTSlIllli l' dIJ) NHl .£1 ,9~)~~

Orient-Express to Southampton on 2:' July. fOUf night
(hi:H13 cruise vi3 M3deir3 _ [(jur ni,Qht" in Tenerife £999

l'ly to Reykjavik on :3 July. three nights in Iceland
• city tour. Golden Falls - see Midnight Sun in Gtimsey

• two nights in Greenland - helicopter to icecap
_ Icefjord boat trip. Concorde relUfll £1,999

Showers
Thunder
Rain
f1ajn

Showers
TIwnder
Thunder
Fair
Fail
Rain
Cloudy
Showers
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.fa· " friiIR paM't' >.:- . ORe ~er group ~tes
;·...;",w.... ;/:Armed,i:wltb;;,dd$·; froinR~ aod haS'-OI!owed
!~tkl~{tt;ey/bitve.been ~..e DIOv~t 01~.~ the.

.'ab~, to. ~readl securltY~ former Soviet states. . .
:leave'ellcrypted messages A spokesman for the Metro-

:~ofth. capability. poIltan police said: "There Is
'~,;:,~ gaDgiare believed to pOtential ,for extortion from

· .b~ve. gained expertise In those purporting to know how
lafo.rmatloDwarrare tech- . to clamagecomputer systems.
iIlqaes from the.·.Amertcan "The computer,'crlme unit
military, wbichkdeveloplng. Ualses where nec:essarywlth
·"w:eapoos" that can disable Its Euro CiOUDteiparts to dis­
.or .destroy . compaterhard-. cuss cross-fronUer crlmes."

· .:ware- Some are also known to One merchant bank dlrec-
'IUave JnflItrated banks simply tor said yesterday: "You will
by: placing $lIboteDrs ollthefr never get a~ Iostftu-
payroll as temporary stalL Uon to admit It has an .extor-

· " .Utde Is yet known about Uon poIlcy, let alODe tbatlt has 8econd dass postage paid II~
\ .:tbeldenUUes 01 the gangs but, paid money to blackmaUers." NY and acIdlfonaf OtIices.l'oStmaster:

accordbig to theNSA, Amer- ~8,=.~~:m8PO Box
ka Is the main source ofthe at- Additional reportin o : Peter'" ••• PuIIIlsbe(s periadIcaI'"

tacks. It believes that at least ~w.~a:",~e:n:.. ~~=========~

Agadlr
Af9lers
AIgarw
Athens
c.nartes
COllia del sol
Ctele
Cyprus
Dubnmd"
lMMbul

..-'"lhlla
lhton:a
Nice
Palenno
Rome
Tunis

Sunshine and SOO-<S
Some thundery showers
Becoming dry and sunny
Sunshine and shoWPr<;
Cloudy_ rain at 1'1<$'
Rain at first
Hot and SWlO\'

Showers, heavy at lln\f~';

f~ain al1ime:s
Becoming sunny 1",1.'[
Rain a1 times
Showers, some thunde-ry

Noon yesterday: Britain
Setfast 13 55 Fair Guernsey 13 55 Son
Blrmlnghm 15 59 Felr Inverness 13 S5 Fair
81,e,d(pool 13 55 fl!ljr Jers.ey 16 61 fair
Bristol 13 5S Sun London 15 59 Fajf"

Cardi'ff 14 57 Fair Manchfi!stl I;' S4 Cloud
Edinburgh 12 54 Fatr N-ewcasl1e 'S~ Cloud
Glasg<M 13 55 FaIr Ronaldswav =.t Sun

Akrotm 2< 75 Sun ·MexlcoClty 23 13 fal(
Bahrain 3<1 93 Sun -Miami 30 86 Fair
Barcelona 22 72 Fair Moscow 14 57 Sun
Beirlrt 2. 7S Sun Nairobi 2. n Fair
Bianttz IS 59 fair NewD<-!hl ., 106 Sun
Budap-es1 26 79 Sun Peking 31 sa fair
Cairo 28 82 Sun Porth 17 &3 fair
·Chicago 21 70 Sunny Prague U 81 Sun
Cologne 11 52 Rain Rhodes 26 79 Sun
Cop€nhagrl 11 52 Fail Aio de Jan 22 n Sun
c()~~ 27 81 Sun ·San1ia~c 1f, 61 Sunny
Dllbh' 15 59 fail Seoul :13 9' Sun
r ~,(( 26 79 $ufl Singapoil ,~,( 9() Fair
Florence 26 79 Sun Sydn€Y 70 6<l Sun
F'rankfurt 19 66 Fair Tel Aviv ;>~, TI Fair
Gihraltill 13 73 Sun Tene-rff. ?(. 7'j Sun
'1pio;inl..l 1/; 61 (-::Ioud Tokyo 19 6< f:.lil

.1n 0' \iIIi '{('ranll 6·' '':',I[1H\

Hi 1(:~, V,,,;.pf1ci I r ;dl

',1If ·VdnCQr.:v,
. ',ljl I,"'niu

1,-:,

;;)1 • f~r"t',r) , ,

The world

ForecaSt: Resorts
iberia and ncx1h Africa st10uId be dry with

. plenty ofaI1ShIne and It will become hot, e$­

. pecIaIIy OWl' SpIIn.1teIy end more c8nIrel
plII1s of the MecfifeITeI~wfII r- eome show­
ers early In the W'llek. Eastern parts wllIbe
11ItMr unsettled with showers although western
TUl1<ey should be fine.

TodlIy ~yIlfldT~

25 Sunny Dry and sonny
25 Fair Dry. some sunshine
24 Fair Wann and mostly sunny
26 Sunny Warm and sunny
25 Fair Dry with sunny spells
25 Showers Dry. some sunshin<l
24 Fair Warm and sunny
26 Showers Sunsflina and showers
24 ShoWe<s Sunshine and shoM<s
20 FaIr Dry with sunny spe4Is
22 Fair Dry with some sunshine
2S Sunny Dry with sunny spells
24 Cloudy Becoming hot and sunny
22 Fair Rain at first
26 Sunny Dry, some sunsh;,,,,,
24 Sunny Some showers
28 Fair Dry with some sunshine

Europe
_erdam 17
Beetln 20
Bonn 19
Brussels 18
Copenhagen 15
Geneva 21
Madrid 25
Milan 27
Oslo 15
Paris 18
Stockholm 17
Vienna 24

The UK last week
Warmest by day: Gravesend. Kent (30th) 26C
Coldest by night: Altnaharra,
Highlands (27th) -I C
Wettest: Aspatria. Cumbria (291h) O.77in
Sunniest: Hunstanton, Nortolk (31st) 14.5hr

Motorway works
M1: West Yorkshire, roadworks at J47 (Leeds)
Until August 27. 1997.
M3: Hampshire, various lane closures are in
place tor cabling works at J14 the M27.
Until June 14
M4: London, the Elevated Section between
JI-3 is closed eastbound between 9pm and
6am. June 3 until June 6.
MS: South West Bristol.lane restrictions both
ways between J17-20 (Bristol West and
Clevedon). Until August 8
M6: Cheshire. lane restrictions between
J20·21A. Until June 12.
M8: North Lancashire, roadworks around J€
(Newhouse). with eastbound traffic down to a
srnglE, lane and westbound traffic restricted to
2 narrow lanes. Until July 8; Glasgow,
Westbound three narrow lanes at J15, With lh,'
westbound Stirling Road entry slip and
eastbound Castle Sheet exit slip closed
Until November 1.
M25: Surrey', widening between J6-1 0
(CO(j~,tone ;1nd Lp<1thcrtlP(ld arlc1the AJ) tJr1tii

hrttv>r nnti«' ,

M90: ;;prlh ;l11d CO!~tl, lkw\' ,!~n

(I [",[1/11 H1Hiqc). lJr:ll1 ()ljr-,[Wl

fI.1h7M .\~;1'i \11',1,' .hHll' q

EL OUTLOOK

o be namloed to see IfIt, Uke otbeI'S by'the artist, Is at risk

hovvers :4
night: A small depression to the SW of the British
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Slaying the Internet beast
... a >ni1<lbK sy>ltm of blood dn:ulatton, complialkd,
dividing and TtUniLing, I"'lnching, spliUing, cxknd·
ing./hrowingoulfrdm, oJJshooLs, UJprooCS,j«<kn­
diminuli"" hICk bloodsud:en l1uJ1 shol ouL from the
main jugular and wml twisting up Inw some """'ll<

_nl1y. laying hold ofsomeforgOCUtt vlIl.agr or town,

inMJIving il in '"'" ofa myriad branching coils. '"'" of
a hund,..d knl4cla. dmwing it, as il wtrt. i<nwlnl
l1uJL cmkrfrom >oftich aU /his sy>ltm sprang. lL >OW

as though the S14k had btnt sud:ed >oftik and coIor­
1m. and alfllinsl this pallid
bad:ground the ,..d arUri<s
of the monsltr stood ou~

»KlIltn with lifeblood, "'ach­
ing oullo jnfinity, gorgtd 10
bun:ting; an tXCRSCcnet. a
giganlU: panuik faLkning
llpon rht lifd>lood ofan <11­

lirr romnwn-'lh.
-FranIc Norris.

TMOctDp~

Norris's gr.ophic "'pcesen­
Lation of ruthless, power­
hungry raiJ.ro<ld compa­
nies spce<lding !heir steel
lenLades across America in the lale 19th cencury
fits the image some tdecoms carriers ;md coun
tries are painting ofthe Internet

Their goal: Sl..y, or atle...t stay. !he beast.
FeMful !hat the Internet will 'sce<l1 reven ue

and jobs: the ALp,eriGl's Carriers Telecommu
nication Assoda.tiOO-:- whose 160 members in
elude MO and Sprint. is c<l1ling on the FCC 10

mill Internet telephony roftwilre and servi({'
providers play by the s.ame rules as convention
.aJ phone companies.

On the other side ofthc AtlantH. tIlt' EUll\·

pean P..,liament is attempting 10 apply broad­
casting laws to the InlerneC wd commercial
on-line services, a move !hac ""wid sUbjecl!he
burgeoning industry 10 onerous advertising C<'

strierions, additional tues and content quotas
Mewwhi!e, at the nationall~1.Europe""

governments ;on, battling over whether broad­
cast or telecoms rules should be used to control
the Internet. And countries inclUding China.
Singapore and Saudi Arabia ;on, attempting to

cen.sor what citizens GlO peruse on tile Net.
All these efforts are futile. They represent

hascy ce"roons to an illpervasi"". a111"'werful
creature conj ured up by panicked corporale
plutoe:rats.

The lnternet is indeed a major threo.( lo tel
CO.5. but it still has major shortcomings Lu.t.£[

act voice telephony is often unreHavle .wd of
poor quality; corporate data sent ovcr lhe Net b

not as secure .as over private lInes UI jlublt~

d,H~j network.s: and most CiJIl'iUlllf'f, l:lJ dl

~'lt (lwn a nH.>denl

Still. there is no turning back_ Voice. then
video, over the Internel-!haCs !he future, says
one industry pundit

FCC attempts to impose telecoms reguI..lions
on the Internet could negatively impact the d.,.
\dopment ofthe Net ... a fuunewock ror inter.lC­
live commlLJtiallions, especially if regulators in
o!her countries use such a move to justify ~n
more restrictive actions.

And applying bro:adcasting rules lD inter.lCtive
and on-line services could
be equa1ly damaging.

But the Internet and
other types ofon-line ser·
vice providers should not
be above the law ei!her.
R.1ther !h"" treating !he
Internet and on-line ser­
vices as .. l"rgeMhan-Life
beasl thac must be ='"

g ded by ei!her telecoms or
~.> broadcasting rules, coW\­

tries GIn apply sector­
specific rules.

For example. Re'!.\£..r.>
on·line services c:an .1nd

should be governed by rules peIUining (0 fi­
nancial services r.lther than broadc<lSt rules.
And basic copyright and obscenity laws that ap­
ply to the print or electronic media could still
cover Net (ootenL

Tclcos must wurk the Internet and sunil.., err
grncs of cha.nge- inlo lhe.ir long-tenn business
pla..IlS r.ither- lhdI1 toil to stave them off. J~r (he:­
ldccoms 'NOfld will dlangc l'VCn fd.:S\ef tll.J.n (......-en
lllC most rcsP{,,'C1i.~ teko se-ers now unagiuc

ToddY·:~ InLerrH"( is y(·s(erd.1{<; S{C'CllIl'P{)W'

er<:'d kKOHlutl'."(" I)
//

/.
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Only disconnect

T HE fight over access fees IS really a
question of good manners: the Inter­

net, argue the telecom companies, is abus­
Ing thw hospitality, overloading their
netvvorks, Another set of battles could
one day, prove much more turbulent
these are taking place In areas where the
Internet IS robbing the telecoms compa­
nies of customers,

In March the Amenca's Carriers Tele­
communication Associatior1,1ln orga­
nisation of about 160 of the smaller long­
distance telephone companies, filed a
petition with America's Federal Commu­
nications Commission to regulate at­
tempts to use the Internet for voice calls,
claiming that this represented unfair
competition. Meanwhile, Canadian tele­
communications regulators are trying to
force an Internet company in Ontario to
pay fees to canadian telephone compa­
nies for the same reason,

Voice calls on the Internet are still
something of a novelty. They usually re­
quire prearranged connections: a fear of
being regulated keeps Internet telephony
services from linking into the regular tele­
phone netvvorks on anything but an ex­
perimental basis. Users also have to be
tolerant of the netvvork's chronic delay
and distortion. On the other hand, such
calls are in effect free.. Once they reach a

certain \mlnlman level Jf qua!l\} mil­
lions will make them

A more immediate threat to the tele­
phone carriers comes if, the bUSiness of
prOViding private data networks for corn
panies Sun Microsystems, a computer
maker, has already announced plans to
abandon the expensive global network It

leases from several telephone companies,
including America's Mel and Sprint, and
to connect its scaHered offices together
via the Internet.

Defections of this sort should worry
telephone companies. A few years ago,
they were counting on rich profits from
services such as voice mail and data ser­
vices, reasoning that their huge netvvorks
meant that they alone could offer these
things. Now, thanks to the Internet, any­
one can offer such services; there is no
particular advantage in owning the un­
derlying telephone lines. Worse, the Inter­
net is already staqing to embrace more
traditional telephone services, from fax
services to videoconferencing.

Within a few years telephone compa­
nies will have to change accordingly, ar­
gues Analysys, a British consultancy. Its
suggestion: break in two. One part would
run the network itself, selling capacity to
all comers; the other would offer services,
starting with regular telephony but mov-

ing anything from news to financial data.
Analysys argues that those telephone

companies that choose to remain verti­
cally integrated are in danger of being
dragged down by regulatory restrictions
on cross-subsidies, as well as by their own
mammoth size.. In contrast, those that
split up will be able to compete much
more effectively with nimble Internet
competitors. Better, arguably, than pray­
ing for regulators to save your skin.



America Online May Face Long, Hot Summer
As Stock Wilts 10% on Some Bearish Reports

HEARD
ON11E
STREET

By THOMAS E. WEllER
Slofj ReporkT oj THE WALL STREET JOURNAL

In Wall Street's torrid love affair with
America Online. springtime is proving to
be anything but romantic.

Investors sold off shares in droves
yesterday, sending America Online's stock
down 5*. or 10%, to 47% on four-times­
normal Nasdaq Stock Market volume of
11.2 million shares, after analysts at Mont­
gomery securities and Cowen & Co. issued
bearish reports.

Some devotees. spotting a buying op·
portunity, maintain that the stock's 33%
decline since its peak of 71 in early May
is reason enough to be bullish. After all.
Wall Street lusts after Internet stocks, and
America Online 'Is the industry heavy­
weight with six million subscribers.

But doubters fret over a litany of woes.
Subscriber growth, always the stock's
main sizzle, now shows signs that it
could fizzle. Top insiders are selling shares
rather than buying. A new discount plan
could hurt revenue. And the bogeyman of
on-line services, the Internet, poses an
obvious competitive threat.

Yesterday, analyst Jeff Goverman of
Cowen, who already had a "hold" rating
on the stock, slashed his domestic sub­
scriber-growth forecast for AOL nearly in
half. from 750,000 new pay-as-you-go sub­
scribers this quarter to only 400.000.

And David'Readerman of Montgomery
pulled his previous buy recommendation,
saying; "The expected seasonal slow­
ing in AOL's core business sharply con­
trasts to the uninterrupted continued boom
in Internet activity."

Some AOL-Iovers say the two analysts
sparked an overreaction. "You never want
to count America Online out," says a
bullish Jamie Kiggen of Bear, Stearns.
"We could have some choppy water here
for a time, but they have consistently
shown they can provide catalysts of one
sort or another."

Last month, AOL, of Vienna, Va., un·
veiled an alliance to begin offering its
on-line service in Japan, the latest step in
the company's global expansion that has
already reached into Europe. And it will
soon unveil new software that should soup
up the service.

But America Online began to worry
some admirers when it released its fiscal
third-quarter earnings report last month.
The numbers were impressive. but the
company also cautioned that it would
temporarily rein in its costly subscriber­
acquisition efforts.

America Online has argued that its plan
makes sense to slow subscriber growth
temporarily. Summer months are typi­
cally slow, as even Internet fanatics tend to
spend more time outdoors. The company
said it would use the lull to focus on
retaining current subscribers, and reduce
membership"churn" - the number of quit·
ters-that short-sellers love to cite.

But for a stock whose mantra has
been growth, growth, growth. that disclo­
sure was more than a little unsettling.
AOL's detractors argue that ttl!' cumpany

may be disguising, as a summer-slowdown
strategy, what might be the real story­
that its subscriber growth is fading.

After all, while AOL says the sum­
mertime is slow, last summer the company
was able to bring on roughly 700,000 new
members in the quarter ended last June 30,
and 700,000 more "newbies" in the follow­
ing quarter ended Sept. 30. So why should
summer '96 be any differen!';

Even more worrisome, the company is
primed to implement a new "heavy user"
pricing option for subscribers on July 1. It
will let users pay $19.95 a month for 20
hours of on-line time. That's well below the
$54.20 they would pay under the cur
rent price plan, but not as good as
AT&T's offer of unlimited on-line time for
$19.95, and the $17.95-a-month unlimited
plan for CompuServe's WOW' service.

While AOL's new pricing plan may
deter some loyalists from jumping ship. It
will most likely also cut into the company's
revenue. Alan M. Braverman, an analyst
at Hanifen Imhoff Inc., thinks the impact
could be dramatic. "The top 15% of AOL's
users represent 50% of the revenue." he
says. Those on-line addicts' average bill is
almost $63 a month, which could drop to $43
a month under the new plan. That could
eventually shave 100/, off Amenca Online's
lotal revenue. he argues.

As for the insider selling, America
Online argues that's nothing unusual.
Though AOL Chairman Steve Case last
month sold more than 200,000 shares, or 8%
of his holdings, a company spokeswoman
notes that Mr. Case still has "85% of his net
worth" in AOL. She adds thaI the transac
tion was in line with his typical pattern of
selling some shares during the "window'
open to AOL insiders following each qual'
terly earnings release.

While Mr. Braverman has only a tepid
"hold" rating on the stock, he isn'! willing
to count AOL oul. He explains: 'They
always have a new ,lory, a new feature
!lew allianc!' I" keel AOI. hoi
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he used the Internet for an hour each day,
he figures_

Many AT&T customers say the service
is easy to use and speedier than other
offerings. "I don't get the hang-ups, and I
like the nationwide dial-Up numbers,"
which are good for travelers, says John
Mavson, an electrical engineer for Harris
Corp.

But even he says signing on to the
service was "a real bear." After waiting
five weeks for the diSkettes. he tried to log
on to the service to get a user name and
password but was continUOUSly dropped by
the so-called registration computers. "The
connection would disconnect and you'd
have to start over, It literally took me all
evening, from after dinner to 11 p.m., .. he
says, adding that the customer-support
lines were clogged. "I would either get a
busy signal, or it would say that your call
can't be c.ompJeted at this time," says MI
Mayson.

Such snags caught AT&T by Surprise
In recent weeks, the registration con,
puters were plagued by bUgs that made i~

difficult to sign on for the first time without
losing the connection. AT&T says it has
fixed the buggy software and that it has
increased the number of support personnel
by "150%" ~ but refuses to say how many
people are on staff.

Still, AT&T lags behind even tiny COIn

petitors in the breadth of its Internet gear.
While its telephone network is the most
sophisticated in the world, AT&T has only
200 Internet "access points" ,-areas where
users can access the service with a local
telephone call. That is fewer outposts that:
many far smaller rivals. PSINet has som"
250 access points; NelCom On-line Com
municalions services Inc. has 230. Me! has
even fewer access points, amounting tl
only 120.

That forces more customers to pa)
long-distance charges to get access to
AT&T's "free" Internet service. DaVid
Thompson, a retired chemical engineer in
Westport, Mass., keeps a winter home in
Naples, Fla.. where he had signed up with
AT&T as a cheaper alternative to America
Online. But going on-line from Naples
requires a Jong~distance call. "!I's no,
worth it,'" he says.

Moreover, after installing the WorldNel
software, "I got all sorts of error 1111'S

sages. so I was completely discouraged
The AT&T service "seemed too good w be
true," says Mr, Thompson, who lS still
hunting f;jl J ne\\:.- service. "And, of cuurse.
It wasn't true,"

free-lance writer in Hubbardsville. N.Y
requested Mel's Internet software weeks
ago. "They said it would arrive shortly. I
never heard back." That struck him as

• curious. given that "you can't tum the TV
on any hour of the day without seeing their
networkMCI commercials. "

Rival SprInt Corp., which has long
offered businesses Internet access, vows to
perfect its consumer service before launch
ing later this summer. "We're taking our
time to do it right because we don't want to
be caught as AT&T was when they had
more demand than the ability to handle
it." says a Sprint spokeswoman. "It's
not easy."

To be sure, the smaller access pru
viders most threatened by AT&T's foray
have their service problems, too. But cus
tomers seem to have less patience for
rookie-style gaffes from a household name
like AT&T. Anthony Reeves, a computer
consultant in Prescott, Ariz., was eager to
use AT&T to surf the Net because he would
"be assured of a solid system." But he
says: "I was wrong." When he called
AT&T to ask about the Internet offer" the
staffer he got "didn't know any more about
the Internet than a salesperson at Wal·
Mart," he says.

Then he found out that because of the
short reach of AT&T's network, he would
have to make a long·distance call to reach
the "free" service ~ at a cost of about 26
cents a minute. So Mr. Reeves called Mel.
which matched AT&T's S19,9~ offer a few
weeks after the pricing was announced
But that service would also requIre a long'
distance call, costing $66.75 each month If

AT&T's Internet-Access Service Is Born Premature
Bigger-Than-Expected Demand Makes Signing Up a Hassle for Customers

By JAIlED SANDBERG
SU>f/ Repol'Ur 0/ TIIII: W AU. STRII:ET JOURNAL

LooId1lg to get Internet access from
your 1on&'-distance carrier? Please hold.

Tbat Is the message golng out to cus'
tomers who answer AT&T Corp.'s recent
call to cyberspace - an offer of five free
hours a month Of Internet access. AT&T
said yesterday It has signed up more than
150.000 new customers for its WorldNet
service In juSt nine weeks. The bad news:
Tbat amounts to only one-quarter of the
600.000 callers Who want to sign up for
ATlrT's new service.

Hundreds of thousands of Would-be
customers have been left waiting for
weeks. Some of the newcomers who have
signed up say the start-up has been rocky.
with customer help lines overwhelmed and
often tied up, and technical support some­
times lacIdng.

"I called the first day and got on the
list, but rve never received the diskettes."
John Dougherty, a 7(}-year-Qld retiree in
Naples, Fla., said five weeks after the
launch. Finally, after waiting about two
months, Mr. Dougherty has receiVed the
diskettes - but says he is "scared" to in·
stall the service because "my friend who
put them on had his system blown out."
Anatomy of a Rocky Start

What went wrong? In AT&T's case. its
bold announcement of an aggressive Inter·
net assault on Feb_ 27 turns out to have
been premature. While the company was
hailing the offeroffree access to all ofits 80
million residential customers, it didn't
have a large-enough computer network,
the necessary customer-service personnel
and an automated sign-up process ironed
out well enough to serve even 1% of its
customer base.

Company executives admit as much.
I "I'm not trying to say that I dido't make a

mistake." says Thomas Evslin. the top
executive of AT&T's WorldNet service. "I
was responsible for making the decision
to bring it out, and 1was wrong." he says,
adding that he underestimated how fast
customers would sign up. But he maintains
that AT&T has fixed many of the flaws,
expanded its help-line staff and is building
up its Internet-access network, although
he declines to offer many details.

AT&T and other telecommunications
titans have all the right assets to become
big-time players in the Internet-access
business: millions of phone customers,
extensive networks over which Intern~t

traffic alreadv Irllvels. and billions in


